Australia's current hospital system is very different to the one that existed in 1982-83, the last full year before the introduction of Medicare. Capped budgets, new technology and rising expectations have seen the public sector lose ground to the private sector, particularly in terms of elective admissions and surgical episodes. 
Hospital efficiency
The total number of separations and the separation rate (or the number of separations per 1000 population) were higher in 2004-05 than 1982-83, but the total number of available beds and the bed rate were lower (Box 1). This apparent gain in efficiency was associated with a lower average length of stay (ALOS), an increase in same-day separations, the unbundling of stays into separate episodes, an increase in inter-hospital patient transfers, and higher occupancy levels. 4 The lack of national data on same-day activity in 1982-83 means that it is necessary to look to individual states and territories for this information. Data for New South Wales reveal that, between 1982-83 and 2004-05: ■ same-day separations as a proportion of all separations rose from 17.8% to 51.8%;
■ the shift to same-day activity occurred across all 23 major diagnostic categories (MDCs); and ■ ALOS for multi-day episodes fell from 7.7 to 5.7 days (Box 2). 3, 5 Output-based funding, which was introduced in the early 1990s, provided an incentive for hospitals to keep patient stays as short as possible. For example, between 1983 and 2004-05: ■ ALOS for uncomplicated deliveries fell from 5.9 to 3.2 days and ALOS for uncomplicated caesarean deliveries fell from 9.8 to 4.9 days; ■ ALOS for circulatory disorders with acute myocardial infarction (AMI) -commonly known as "heart attacks" -fell from 11.2 to 5.2 days;* and ■ ALOS for lens procedures fell from 7.0 to 1.0 days † (Box 3). Faced with capped funding, public hospitals have cut bed numbers and adopted various measures aimed at reducing demand for available beds. These measures have included pre-admission screening and discharge planning; preadmission work-ups and post-discharge care in place of in-house convalescence, as well as hospital-in-the-home and outreach services. On occasion, tighter restrictions have been placed on operating-room business hours.
Hospitals then and now: changes since the start of Medicare Bill Nichol * Nowadays people are better informed about the risk factors for heart disease (such as high cholesterol and blood pressure); possible preventative actions (such as diet, exercise and the use of low-dose aspirin); the need to treat all heart and chest pains seriously; and the benefits to be gained from immediate medical attention. This greater awareness helps explain (i) the substantial increase in the numbers admitted with chest pain, and (ii) the very slight increase in the numbers diagnosed with AMI. † Ophthalmology has witnessed a number of major technological advances since the early 1980s, which is when extracapsular cataract extraction (ECCE) became the most common lens procedure. These advances include the development of phacoemulsification and the introduction of foldable silicone and acrylic lenses that can be placed in the eye through small incisions.
System Observations
Despite the ongoing focus on cost containment, expenditure on public (non-psychiatric) hospitals accounted for the same proportion of gross domestic product (GDP) in 2004-05 as it did in 1982-83 -that is, 2.4%. Between 1982-83 and 2004-05, the proportion of total recurrent health expenditure devoted to public hospitals fell from 36.3% to 26.2%, largely due to rising expenditure in other parts of the health sector (Box 4).
Public hospitals cannot be held directly responsible for the fact that, since 1982-83, expenditure on health as a proportion of GDP has increased from 7.1% to 9.8%. However, pre-admission work-ups and privatisation of outpatient clinics would have contributed to the increase in expenditure on other health services (Box 5).
Casemix
The casemix of admitted patient services provided by the hospital system has undergone a considerable amount of change since the early 1980s. Apart from the upsurge in same-day activity, there has also been movement of resources between MDCs. For example, MDC 19 (Mental) now accounts for more days, while MDCs 8 (Musculoskeletal system) and 14 (Pregnancy & childbirth) account for fewer days (Box 6).
Advances in technology have enabled hospitalbased clinicians to adopt a more "heroic" The private sector' s role has increased to "dominant" player in a number of MDCs. In NSW in 2004-05, private hospitals were responsible for over 60% of all episodes assigned to MDCs 2 and 17 (Eye; and Neoplastic disorders), and over 50%
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Expenditure on repatriation hospitals is included in both the "public acute" and "all public" figures. "All public" differs from "public acute" in that it includes public psychiatric hospitals. Sources: AIHW, 8 and AIHW. A clear division of labour has evolved in public and private hospital activity. Public hospitals with Accident and Emergency Departments are now dominant in emergency surgery and medicine, while private hospitals are now dominant in elective surgery. (At this point, the two sectors account for similar numbers of elective nonsurgical admissions). 3 Capped budgets and high occupancy levels mean that the public sector has only limited capacity to accommodate the growing demand for elective treatments. The private sector currently accounts for 55.7% of all elective admissions, and elective admissions account for 92.2% of all admitted patient episodes provided by private hospitals. 
Concluding observations
The Australian Government has still to determine what changes should be made to hospital funding Access to free hospital services, but only for "the disadvantaged"
Access to free public hospital services for all, but public sector accounting for less than 50% of episodes in a growing number of diagnosis-related groups 32% tax rebate for health insurance 65.1% of the population covered 30% tax rebate for health insurance, with higher rebates for older Australians 43.1% of the population covered
Paper-based information systems and minimal performance reporting
Regional health administrative structures with population health focus
Input-based funding Output-based funding
